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Subject:  UGA Annexation Fiscal Impacts 

 

Dear Ms. Stevens: 

Attached is our final report on the results of our analysis of the fiscal impacts related to annexation of 

the Cityôs Urban Growth Area. We want to thank you and all the staff from the City Departments for 

their assistance and participation in helping us gather information and in discussing the various 

issues. If there are additional changes or any questions, please feel free to contact me at (425) 867-

1802 extension 228. 

Yours very truly, 

 

Peter Moy 

Principal 
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CHAPTER I: INTRODUCTION 

In conjunction with the ñOne Community Around the Lakeò plan, the City of Lake Stevens is 

examining the potential of annexing areas to the south and southeast of the lake. In keeping with 

Comprehensive Plan goal 2.9, the City must ensure that annexation can be accomplished in a fiscally 

responsible manner while providing a high level of service for those annexed. To determine whether 

this annexation can be accomplished within this City goal, the City of Lake Stevens retained FCS 

GROUP to independently assess the financial viability of the potential annexation. FCS GROUPôs 

approach to the analysis involved the following: 

 ̧ Working with the City staff to develop the framework for the analysis, 

 ̧ Developing a forecasting model to analyze the revenues and expenditures for the various City 

Funds, but primarily for the Cityôs General Fund and the City Street Fund, 

 ̧ Researching various City and County documents and databases as well as other data sources to 

develop assumptions and information used to develop the forecasts, 

 ̧ Working with the City staff to identify the potential City costs associated with providing services 

to the annexation area, and 

 ̧ Reviewing preliminary results with City staff.  

In addition to our research and analytical efforts, the City staff also participated and provided cost 

estimates associated with providing services to annexation areas. We want to take the opportunity to 

recognize their time, participation, and effort devoted to the study. 

CITY BACKGROUND 

According to the City, the motto ñOne Community Around the Lakeò embodies its quality of life, 

top-ranked school district, and the City commitment to providing excellent services and amenities for 

its citizens. The City government operates under a mayor-council system. The Cityôs 2015 

Comprehensive Plan states that the City of Lake Stevens is a rapidly growing community located 

around the northern, western, and northeastern banks of Lake Stevens in central Snohomish County 

and situated on a gently sloping terrace rising east from the flood plain of the Snohomish River to the 

foothills of the Cascade Mountains. The current city boundaries, established in December 2009 

following a series of annexations between 2000 and 2009, encompass an area of approximately 5,760 

acres (8.9 square miles). Small pockets of unincorporated areas comprise the remainder of the Lake 

Stevens Urban Growth Area (UGA) with an area of 2,192 acres (3.4 square miles), including the 

lake. According to the Plan, the current Lake Stevens UGA provides sufficient capacity to 

accommodate population and employment forecasts considering environmental constraints, existing 

development, infrastructure and services, existing and/or planned transportation corridors and areas 
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where urban services could be logically extended. Beyond the UGA, the City and Snohomish County 

have established a Rural Urban Transition Area (RUTA) as a future planning area to accommodate 

growth beyond the 20-year planning horizon. 

Because of development and annexations, the population of the Lake Stevens area, both inside and 

outside of the City has been steadily increasing since the City incorporated in 1960 when its 

population was 900. The housing stock is relatively new with significant portions of the housing 

inventory built in each subsequent decade since incorporation. In 2014, the estimated population was 

29,170. Snohomish County predicts the Lake Stevens UGA population will grow by 5.5 percent 

through 2035 to a population of 46,380. According to the Office of Financial Managementôs 2018 

population estimates, the City now has population of 32,570. The Cityôs primary development pattern 

is that of a residential suburban community.  

THE URBAN GROWTH ANNEXATION AREA 

The Cityôs largest remaining urban growth annexation area (UGA) includes areas to the south and 

southeast of the lake. The 2015 Comprehensive Plan shows three potential annexation areas. Exhibit 

2 shows a map of the different urban growth areas to be annexed. To determine the types of 

properties as well as the assessed value of the different areas, property data was obtained from the 

Snohomish County Assessorôs Office. According to the Assessorôs data, the property characteristics 

of the three areas are detailed in Exhibit 1. Presently, the entire area includes an estimated 1,816 

households based on the number of single family and multi-family housing units. Using this data 

along with average household sizes from Lake Stevensô Comprehensive Plan, the annexation areaôs 

population is estimated at about 5,453 residents. Annexing the entire area would increase the Cityôs 

population by about 17%. The annexation area also has large areas of undeveloped land. The City 

anticipates that as many as 1,600 new homes could be developed in the annexation area. 

Additionally, the area currently has 38 lane miles of roadway as well as about $3.7 million in annual 

taxable retail sales.  

Exhibit 1 

Select Metrics by Annexation Area 

 

 

 

 

 

  

Area 1 Area 2 Area 3 Total

Retail Sales $862,930 $684,238 $2,139,431 $3,686,599

Roadway (Miles) 16 10 12 38

Population 1,854 1,735 1,864 5,453

Households 630 588 598 1,816

Acres of Vacant Land 20 50 15 85

Share of Vacant Land 23.6% 58.7% 17.6% 100.0%

Share of Household Development 378 940 282 1,600

Development-Related Population Increase1,119 2,727 839 4,685

Total Population After Buildout 2,973 4,462 2,703 10,138
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Exhibit 2 

Map of Annexation AreasWithin the UGA  
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CHAPTER II: KEY ASSUMPTIONS  

Because the City has three separate areas identified in the UGA, the City wanted to analyze three 

possible annexation scenarios.  The analysis uses a time period from 2018 to 2042. The three 

scenarios involve the following: 

 ̧ Scenario 1 involves annexing all three areas, 

 ̧ Scenario 2 involves annexing only areas 1 and 2, and, 

 ̧ Scenario 3 involves annexing only areas 2 and 3. 

In addition, each scenario provides a range of fiscal impacts for a no growth assumption and a 

potential build-out alternative. As previously mentioned, the City has estimated that the annexation 

areas have the capacity to develop 1,600 new homes.  To allocate the new development among the 

three areas, the percentage of vacant land in each of the areas was used to calculate the total number 

of new homes in each area that will be developed between 2019 and 2042. The fiscal impact analyses 

involved only the Cityôs General Fund and Street Fund, but the revenues generated by the Cityôs real 

estate excise tax and parks and transportation impact fees were also estimated.  

KEY ASSUMPTIONS 

To determine the fiscal impacts of each annexation scenario, a number of revenue and expenditure 

assumptions were used to determine the revenues and expenditures associated with a scenario. 

Several City revenues and expenditures will be impacted by the three annexation scenarios. The 

following analyses are based on these key assumptions which represent current City taxes, charges, 

fees, and other revenues as well as different departmental expenditures based on the 2017 budget. 

There are also some general assumptions that are used to calculate revenues and expenditures. These 

assumptions include the following: 

 ̧ The annual Seattle area consumer price index (CPI) was used to inflate certain costs and 

revenues, and based on the recent Washington State Economic and Revenue Forecast Councilôs 

estimates, 2.3% was used for the period 2019-2042. 

 ̧ The Forecast Councilôs non-farm annual wage index was used to inflate salaries and the 

percentage increases were slightly over 3% for the years 2019-2042.   

 ̧ Benefit costs were annually adjusted at 5% per year. 

 ̧ A significant assumption in the fiscal analysis is that no General Fund property tax levy lid lift 

will be needed by the City to support its current levels of service and that other revenues adjusted 

for inflation will be able to support the current level of services. Because property tax revenues 

are limited to one percent growth per year except for those related to new construction, the City 
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might find that its current service levels are not sustainable because its costs might be increasing 

at a faster rate than its revenues. For 2018, property taxes represent only 26% of the total General 

Fund revenues. As a result, a levy lid lift or other tax increases might be needed sometime in the 

future to maintain services unless other revenues, such as sales taxes, increase significantly. Any 

future tax changes will also impact the annexation areaôs future revenues. 

 ̧ At the start of the analysis, it was anticipated that the City might complete an annexation for 

2019, and the analysis therefore starts in 2019. However, if the City delays the annexation, the 

results of the analysis would still provide the City with the same relative conclusions except that 

the amounts might be slightly different due to inflation.  

The following methods and assumptions were used to calculate the anticipated revenue and 

expenditure impacts in the following chapters. 

Operat ing Revenue Assumptions  

 ̧ Property Tax Revenue: Taxable property values for each of the three annexation scenarios were 

based on data from the Snohomish County Assessorôs office for each area. These values served 

as the baseline assessed property value for each scenario and were increased by 3.1% annually, 

the five year average property value increase according to the Assessorôs data. For the 

development scenarios, the additional property values from development were added to the 

baseline assessed property value figures and then the overall City property tax rates were 

calculated. These rates were applied to the new taxable value in the annexation areas to calculate 

property tax revenues.  

 ̧ Local Retail Sales Tax: Retail sales reports from Dunn and Bradstreet were used to identify all 

current taxable sales within each of the three annexation areas. Annualized retail sales figures 

were multiplied by the total City sales tax rate currently used in Lake Stevens (0.95%) to 

determine annual sales tax revenue added in each annexation scenario. It is assumed that the 

existing residents are already contributing to the Cityôs sales tax revenue. For development 

analysis, the average sales tax revenue generated per household was used to estimate additional 

sales taxes from the added population. However, because we did not have an estimate of sales 

taxes from new construction, they were not included in the analysis. 

 ̧ Private Utility ï Electric:  This revenue source was calculated using 2017 budgeted revenue for 

Lake Stevens ($390,000) which is divided by the number of households in Lake Stevens for 2017 

(11,492) which is $33.94 per household. This figure is multiplied by the estimated number of 

households in the scenarioôs annexation area. 

 ̧ Private Utility ï Gas: This revenue source was calculated using 2017 budgeted revenue for Lake 

Stevens ($313,200) which is divided by the number of households in Lake Stevens for 2017 

(11,492) which is $27.25 per household. This figure is multiplied by the number of households in 

the scenarioôs annexation area. 

 ̧ Private Utility ï Telephone: This revenue source was calculated using 2017 budgeted revenue 

for Lake Stevens ($610,200) which is divided by the number of people in Lake Stevens for 2017 

(11,492) which is $53.10 per household. This figure is multiplied by the number of households in 

the scenarioôs annexation area. 
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 ̧ Building Permits:  Revenues from building permits were calculated by multiplying the number 

of new units constructed in each annexation scenario by the Cityôs estimate of the building 

permit fees for a single family home ($3,366.25). The average fee figure was inflated annually by 

2.3%.  

 ̧ Other Licenses & Fees: This revenue source was calculated using 2017 budgeted revenue for 

Lake Stevens ($428,350) which is divided by the number of people in Lake Stevens for 2017 

(31,741) which is $13.50 per person. This figure is multiplied by the number of people in the 

scenarioôs annexation area. 

 ̧ Liquor -Beer Excise Tax: This revenue source was calculated using a per capita revenue figure 

provided by MRSC ($4.55 per person) which is multiplied by the number of people in the 

scenarioôs annexation area. 

 ̧ Liquor Control Board Profits:  This revenue source was calculated using a per capita revenue 

figure provided by MRSC ($8.35 per person) which is multiplied by the number of people in the 

scenarioôs annexation area. 

 ̧ Other Charges for Service: This revenue source was calculated using 2017 budgeted revenue 

for Lake Stevens ($189,110) which is divided by the number of people in Lake Stevens for 2017 

(31,741) which is $5.96 per person. This figure is multiplied by the number of people in the 

scenarioôs annexation area. 

 ̧ Fines and Penalties: This revenue source was calculated using 2017 budgeted revenue for Lake 

Stevens ($156,100) which is divided by the number of people in Lake Stevens for 2017 (31,741) 

which is $4.92 per person. This figure is multiplied by the number of people in the annexation 

area in the scenarioôs annexation area. 

 ̧ Miscellaneous & Other: This revenue source was calculated using 2017 budgeted revenue for 

Lake Stevens ($80,370) which is divided by the number of people in Lake Stevens for 2017 

(31,741) which is $2.53 per person. This figure is multiplied by the number of people in the 

scenarioôs annexation area. 

 ̧ MVFT ïCity Streets: This revenue source was calculated using a per capita revenue figure 

provided by MRSC ($20.66 per person) which is multiplied by the number of people in the 

scenarioôs annexation area. 

 ̧ MVFT City Streets ï New Legislation: This revenue source was calculated using a per capita 

revenue figure provided by MRSC ($0.92 per person) which is multiplied by the number of 

people in the scenarioôs annexation area. 

Expenditure Assumptions  

 ̧ Legislative and Executive Supplies and Services: Supply expenditures were calculated using 

2017 budgeted expenses for Lake Stevens ($500) which is divided by the number of households 

in Lake Stevens for 2017 (11,492) which is $0.04 per household. This figure is multiplied by the 

number of households in the scenarioôs annexation area. Service expenditures were calculated 

using 2017 budgeted expenses for Lake Stevens ($120,225) which is divided by the number of 

households in Lake Stevens for 2017 (11,492) which is $10.46 per household. This figure is 

multiplied by the number of households in the scenarioôs annexation area. 
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 ̧ City Clerk : Based on the Cityôs estimate, a Deputy City Clerk will be needed at a cost of 

$80,000.  

 ̧ Finance: Based on the Cityôs estimate, an Accountant will be needed at a cost of $90,000. 

 ̧ Law Enforcement: Based on the Cityôs estimate, additional police officers will be needed to 

provide services to the annexation area. According to the City, the annual salary for a Patrol 

Officer is $77,600 and is $79,928 for a Traffic Officer. In addition, there are one-time costs that 

occur when officers are hired, such as a vehicle ($47,000) and other equipment ($11,000). In 

addition to police officer costs, other criminal justice costs including dispatch and jail costs are 

also included and are calculated on a 2017 cost per capita basis at about $43 per person.  

In the development scenarios, it is assumed that additional police officers would need to be added 

as development occurs. To determine when these officers would need to be added, the number of 

officers to be added in each development scenario was divided by the number of people currently 

present in the area associated with that annexation scenario in order to determine a residents-to-

officers ratio. When the population reaches the residents-to-officers threshold it is assumed that 

an officer should be added to the police force.  

 ̧ Planning & Building:  Expenses for the Planning & Building Department were assumed to equal 

the building permit revenue associated with development in the annexation scenario.  

 ̧ Street O&M Costs: This expenditure was calculated using a $15,000 per mile average annual 

street O&M expense provided by City staff. FCS GROUP queried the Snohomish County GIS 

Database to determine miles of streets in each annexation scenario and multiplied miles of street 

in each scenario by $15,000 to determine street O&M Costs. In order to ensure the use of proper 

inflation rates, FCS GROUP split the resulting figure between salaries, benefits and supplies 

based on the split observed in prior Street Fund budgets.  It should be noted that additional street 

mileage has not been added for the development scenario.  

 ̧ Capital Expenditures: Currently there are no planned capital expenditures for the UGA. The 

City has mentioned that there have been some discussions about adding parks facilities in the 

area, but the City has not specifically committed to any projects. Revenues from REET and from 

impact fees will generate some funding for future City capital projects needed to accommodate 

growth and the revenue amounts are provided for each scenario. In addition, if the City chooses 

to use voter approved levies or bonds, the annexation area residents will be contributing to these 

funding alternatives through their property taxes.  

Capital Funding Assumptions  

 ̧ Real Estate Excise Tax: Lake Stevens has enacted the maximum Real Estate Excise Tax (REET) 

rate of 0.5% of prices of property sales. Based on sales records, FCS GROUP assumed that 5.5% 

of the existing housing stock would be sold annually. Average home values obtained from the 

Snohomish County Assessorôs office were used to determine that the average home in the 

annexation area had an assessed value of $265,200. For the new homes being built, it is assumed 

that the average new home would sell for $465,000. These metrics were used to determine annual 

REET revenues for the annexation areas in the development scenario analyses. 

The revenues from this tax are divided into two categories. The first .25% can only be used on 

capital projects that are listed in the capital facilities plan element of a cityôs comprehensive plan. 



City of Lake Stevens, Washington  UGA Annexation Fiscal Impacts 

October 2018  page 8 

  www.fcsgroup.com 

The funds can pay for the costs associated with the planning, acquisition, construction, 

reconstruction, repair, replacement, rehabilitation, or improvement of streets, roads, highways, 

sidewalks, street and road lighting systems, traffic signals, bridges, domestic water systems, 

storm and sanitary sewer systems, parks; recreational facilities, law enforcement facilities, fire 

protection facilities, trails, libraries, administrative facilities, judicial facilities, river flood 

control projects, and waterway flood control projects.  

The second .25% can be spent on costs associated with planning, acquisition, construction, 

reconstruction, repair, replacement, rehabilitation, or improvement of streets, roads, highways, 

sidewalks, street and road lighting systems, traffic signals, bridges, domestic water systems, and 

storm and sanitary sewer systems, and on planning, construction, reconstruction, repair, 

rehabilitation, or improvement of parks. It should be noted that this part of the tax cannot be 

spent on acquisition of park land. 

 ̧ Park Mitigation Fee:  Lake Stevens has implemented a Parks Mitigation Fee of $4,155 per single 

family detached home permitted in the city limits. It was assumed that once building permits 

were issued on the development of a new home in a given annexation area that impact fees were 

also paid. The revenue collection and timeline was based on the development schedule associated 

with each of the annexation scenarios. Impact fees were also inflated annually based on the 

Seattle CPI.  

 ̧ Traffic Mitigation Fee:  Lake Stevens has implemented a Traffic Mitigation Fee of based on PM 

Peak Hour Trip generated by a given development. The fees charged vary by annexation area 

with a fee of $2,771 for annexation area 1 and $3,500 for areas 2 & 3.. Since it is assumed that all 

new development in each annexation scenario will be a single family detached home, the latest 

ITE figure for PM peak hour generation for that land use type (1.02 trips) was applied as a 

multiplier. It was assumed that once building permits were issued on the development of a new 

home in a given annexation area that Impact Fees were also paid. Revenue collection and 

timeline was based on the development schedule associated with each of the annexation 

scenarios. Impact fees were inflated annually based on the Seattle CPI. 
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CHAPTER III: SCENARIO 1 FISCAL IMPACTS  

Annexation Scenario 1 assumes that the City will annex all three areas being considered by the City 

of Lake Stevens. Exhibit 3 displays a map of Scenario 1.  

Exhibit  3 

Map of Scenario 1 Annexation Area 
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ASSUMPTIONS 

This annexation scenario requires the most resources because it is the largest area to be annexed and 

will require significant expenses to provide City services. Expenses begin in 2018 in order to hire 

and train five police officers to assure that services will be available at the beginning of 2019, but 

revenue collection doesnôt begin until 2019. However, this proposed annexation will also generate 

the most revenue over time compared to the other two scenarios. Appendix A shows the specific 

General Fund and Street Fund financial details for this scenario. Assumptions and impacts for this 

scenario include the following: 

 ̧ 5,543 residents and 1,816 households are already present in the annexation area. 

 ̧ 1,600 new single family homes are expected to be developed throughout the annexation area 

between 2019 and 2042 at a rate of 67 units per year. 

 ̧ There are 38 lane miles of roadway in the annexation area. No additional miles have been added 

in the development scenario because an estimate of the additional miles is not available.  

 ̧ In 2016 taxable retail sales in the annexation area were $3,686,599, and this figure is inflated by 

the overall assumed growth rate for the City (2.34%) annually. 

 ̧ The City Clerkôs office will need a Deputy City Clerk in 2019 at an initial cost of $80,000 

annually which will be escalated based on the assumed salary growth rate.  

 ̧ The City Finance Office will hire one position to handle the added workload associated with this 

annexation scenario. One Accountant will be hired in 2019 at an initial cost of $90,000 annually 

which will be escalated based on the salary growth rate. 

 ̧ Law Enforcement will add several positions, and each will begin in mid-2018 to assure that the 

staff will be available to provide service when the annexation occurs in 2019. The annexation 

related expenses for law enforcement include: 

ƴ Four patrol officers in mid-2018 at $77,600 annually which will be escalated annually based 

the salary growth rate. 

ƴ One Traffic Officer in mid-2018 $79,928 annually which will be escalated annually based on 

the salary growth rate. 

ƴ Benefits for each of the five new officers which begins at $33,000 annually in 2018. These 

benefits were escalated based on the benefit growth rate.  

ƴ Equipment which will cost $11,000 for each officer in 2018. 

ƴ Three vehicles which will cost $47,000 a piece in 2018. 

NO DEVELOPMENT SCENARIO 

In this scenario, it is assumed that there will be no new development in the annexation area. Exhibit 4 

displays the General Fund revenues and expenditures associated with the annexation area. Expenses 

begin in 2018 in order to hire and train police officers while revenue collection begins in 2019. 

Operating expenses are higher than revenues throughout the analysis period. By 2042 expenses are 

$725,535 higher than revenues. Because the primary revenue source is property taxes, expenditure 
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growth rates quickly outpace revenue growth resulting in an increasing General Fund deficit for the 

annexation area, and by 2042, the accumulated deficit is almost $8.3 million 

 

Exhibit  4 

Scenario 1 General Fund Expenditures and Revenues 

City Street Fund  

Exhibit 5 shows the expenditures and revenues anticipated for the Street Fund in this scenario. 

Revenue sources for the Street Fund include property tax and population-based revenues from 

Washington State. Since this scenario does not include new development, the population-based 

revenue sources stay flat while the property tax element increases only marginally at the allowed one 

percent. Meanwhile, operating costs are increasing far more quickly than revenues. By 2042 the 

annual deficit is about $726,800. These factors lead to a significant cumulative deficit in street 

operations and maintenance culminating in a negative fund balance of about $11 million by the end 

of 2042.  
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Exhibit 5 

Scenario 1 City Street Fund Summary 

REET Fund 

While this scenario does not include new development, this annexation will mean that more 

properties will be within Lake Stevensô boundaries and that property sales in the area will be subject 

to Cityôs Real Estate Excise Tax. It is expected that the addition of this area without development 

would result in $5,026,700 in REET revenue over the 25 year period assuming a 5.5 % turnover rate.  

DEVELOPMENT SCENARIO 

In this scenario, it is assumed that development in the annexation area will occur based on the 

capacity estimates provided by City staff. Exhibit 6 displays General Fund revenues and expenditures 

associated with the annexation area. After the first three years of development, the General Fund 

analysis shows that the growth in population, the property tax base, and in additional sales taxes 

generally results in revenues greater than the costs associated with providing the additional services. 
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Additional police officers are added in 2025, 2031, and 2037 resulting in operating deficits for those 

years because of the one time costs. In 2042, the annual operating surplus is about $98,000, and by 

2042, there is an overall cumulative fund balance surplus of about $622,000. 

Exhibit  6 

 Scenario 1 General Fund Expenditures and Revenues With Development 

 

City Street Fund  

Exhibit 7 depicts the Street Fund in Scenario 1 with development. While development helps reduce 

the operating deficits in this scenario, expenditures are still significantly higher than revenues. The 

annual deficit in 2042 is at $222,000. At the end of the analysis, the development scenario is about 

$5 million less than in the no development scenario but still reaches a deficit of over $5.8 million by 

the end of 2042. 
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Exhibit 7 

Scenario 1 City Street Fund Summary With Development 

 

Impact Fees and REET  

As in the no development scenario, Real Estate Excise Tax revenues are calculated on property 

which is already present in the annexation area while adding in the added value of additional 

development. The new homes added from development not only add to the existing stock, but also 

add more turnover. In addition, the new homes are also expected to be more expensive which 

increases the REET basis. This scenario is expected to generate $12.8 million in REET revenue. 

Additionally, new development in this scenario is expected to generate impact fee revenues, $9.4 

million for Parks and $7.7 million for transportation.   
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CHAPTER IV: SCENARIO 2 FISCAL IMPACTS  

Annexation Scenario 2 includes the annexation of only the two northern most areas, areas 1 and 2, 

being considered by the City of Lake Stevens. Exhibit 8 displays the map of Scenario 2.  

Exhibit 8 

 Map of Annexation Areas in Scenario 2 
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ASSUMPTIONS 

This annexation scenario requires slightly fewer City resources than Scenario 1, but the majority of 

the expenses and added positions from Scenario 1 are present in this scenario too. This scenario 

requires one less police officer and slightly less roadway to maintain, but revenues associated with 

this scenario, especially property taxes, are significantly lower. Appendix B shows the specific 

financial details for this scenario for the General Fund and the Street Fund. Assumptions made in this 

scenario include the following: 

 ̧ 3,589 residents and 1,218 households are already present in the annexation area. 

 ̧ 1,318 new single family homes are expected to be developed throughout the annexation area 

between 2019 and 2042 at a rate of 55 units per year. 

 ̧ There are 26 lane miles of roadway in the annexation area. No additional miles have been added 

in the development scenario because an estimate of the additional miles is not available. 

 ̧ $1,547,168 of taxable retail sales occur in the annexation area during 2016, a figure inflated by 

the overall assumed growth rate for the city (2.34%) annually. 

 ̧ The City Clerkôs office will a Deputy City Clerk in 2019 at an initial cost of $80,000 annually 

which will be escalated based on observed salary growth rate.  

 ̧ The Cityôs Finance Office will hire one position in order to handle the added workload associated 

with this annexation scenario. One Accountant will be hired in 2019 at an initial cost of $90,000 

annually which will be escalated based on the salary growth rate. 

 ̧ The Law Enforcement Department will add several positions, and each will begin in mid-2018 to 

assure that the staff will be available to provide service when the annexation occurs in 2019. The 

annexation related expenses for law enforcement include: 

ƴ Four patrol officers in mid-2018 at $77,600 annually which will be escalated annually based 

on salary growth rate. 

ƴ Benefits for each of the four new officers which begins at $33,000 annually in 2018. These 

benefits will escalate based on benefit growth rate.  

ƴ Equipment which will cost $11,000 for each officer in 2018. 

ƴ Three vehicles which will cost $47,000 a piece in 2018. 

NO DEVELOPMENT SCENARIO 

In this scenario it is assumed that there will be no new development in the annexation area. Exhibit 9 

displays General Fund revenues and expenditures associated with the annexation area. Like Scenario 

1 expenses begin in 2018 in order to hire and train police officers while revenue collection begins in 

2019. Expenditures are higher than revenues in each year of the analysis and expenditure growth is 

higher than revenue growth which increases the gap throughout the future years. In 2042, the 

annexation areaôs annual General Fund deficit is $791,836. As discussed above, expenditures exceed 

revenues and their growth rates quickly expand that gap which results in a rapidly growing General 

Fund deficit. The General Fundôs balance by the end of the analysis timeframe is negative 

$10,711,846. 
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Exhibit  9 

 Scenario 2 General Fund Expenditures and Revenues 

 

City Street Fund  

Exhibit 10 shows the expenditure and revenue anticipated for the Street Fund in this scenario. As 

with the prior no development scenario, revenue sources for the Street Fund include property tax and 

population-based shared revenues from Washington State. Since this scenario does not include new 

development, the population-based revenue sources again stay flat while the property tax element 

increases only marginally. Meanwhile, operating costs are increasing far more quickly than revenues. 

These factors lead to a significant deficit for street operations and maintenance culminating in an 

annual deficit of about $502,000 and a negative fund balance of $7.6 million by the end of 2042. 
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Exhibit 10 

Scenario 2 City Street Fund Summary 

 

REET Fund 

While this scenario does not include new development, this annexation will mean that more 

properties will be within Lake Stevensô boundaries and that property sales in the area will be subject 

to Cityôs Real Estate Excise Tax. It is estimated that without development in this area, REET revenue 

would be about $3.1 million.  

DEVELOPMENT SCENARIO 

In this scenario, it is assumed that development in the annexation area will occur based on the 

estimates provided by City staff. Exhibit 11 displays General Fund revenues and expenditures 

associated with the annexation area. Like the no development scenario, the areaôs annual 

expenditures are greater than the annual revenues. Although the annual operating deficit of $257,000 

in 2042 is less than the no development scenarioôs annual operating deficit, the annexation area still 












































